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HIGHLAND QUEEN SPORTSWEAR LIMITED 


PRESIDENT’S REPORT 


In 1974, profits did not rise in relationship to an increase in sales. Although sales increased 
from $2,457,000 in 1973 to $3,617,000 in 1974, the net earnings increased only from $104,600 
to $106,300. Part of the reason for the slight improvement is attributable to the change in the method 
that the Company used in calculating its income tax. In 1974 the Company applied the small 
business deduction to reduce its income tax liability. This was not done in previous years. The 
Department of National Revenue has however, acknowledged that refunds will be paid for 1972 
and 1973. 


The significant cause for the decrease in earnings before taxes was the reduction of the gross 
mark-up. During the year there were unscheduled material and labor increases which could not be 
passed on to the customer. As well, because of the softening of business towards the end of the year 
inventory clearouts were greater than in previous years, For the coming year it is expected that the 
gross margin will be improved and if economic conditions remain sufficiently buoyant so that 
Highland Queen will get its fair share of business, it is anticipated that profits will improve. 


We have entered into a licensing agreement with the Organizing Committee of the 1976 Olympic 
Games whereby the Olympic logo has been licensed to us for use in connection with our Olympic 
tartan for men’s, women’s and children’s wear, fashion accessories and fabric by the yard. It is 
expected that the Royalty income earned from this source will enhance the earnings of the Company. 


I want to express my appreciation to all those associated with the Company for the confidence 
which they have shown us. 


On Behalf of the Board of Directors 


DAVID WEISER 


April 28, 1975 


HIGHLAND QUEEN SPORTSWEAR LIMITED 


INFORMATION CIRCULAR 
as at April 28th, 1975 


MANAGEMENT SOLICITATION 


This Information Circular is furnished in connection with the solicitation by the Management of 
HIGHLAND QUEEN SPORTSWEAR LIMITED of proxies to be voted at the Annual Meeting of Share- 
holders of the Corporation, to be held at the time and place and for the purposes set forth in the Notice of 
Meeting. The solicitation will be by mail and the cost will be borne by the Corporation. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed Form of Proxy are Directors of the Corporation. A Shareholder 
desiring to appoint some other person to represent him at the Meeting may do so by inserting in the blank space 
provided in the said form the name of the person whom he wishes to appoint as his proxy and delivering or mailing 
the completed proxy to Guaranty Trust Company of Canada at 88 University Avenue, Toronto 1. 


A Shareholder executing the enclosed proxy has the power to revoke it at any time prior to its use by 
instrument in writing, executed by the Shareholder or his attorney duly authorized in writing, or, if the Share- 
holder is a Corporation, under its corporate seal or by an officer or attorney thereof, duly authorized and deposited 
either at the head office of the Corporation at any time up to and including the last business day preceding the day 
of the Meeting or any adjournment thereof at which the proxy is to be used, or with the Chairman of such 
meeting on the day of the Meeting or adjournment thereof. 


EXERCISE OF DISCRETION BY PROXIES 


It is intended that the accompanying Instrument of Proxy, if signed, dated and returned to the Corporation 
prior to the Meeting, will be voted for the election of Directors and the appointment of Auditors in accordance with 
the instructions contained in the enclosed Instrument of Proxy, and will be voted with respect to amendments or 
variations identified in the Notice of Meeting or other matters that may properly come before the Meeting according 
to the best judgment of the person voting the proxy at the Meeting. 


The Management knows of no matters to come before the Annual Meeting of Shareholders other than the 
matters referred to in the Notice of Meeting. If any matters which are not known should properly come before 
the Meeting, the accompanying Proxy Instrument will be voted in such matters, in accordance with the best 
judgment of the person voting it. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


The Corporation has an authorized capital consisting of 100 common shares without par value, 500,000 
Class “A” shares without par value and 500,000 Class ‘‘B” shares without par value, of which 321,770 Class 
“A” shares and 8,230 Class ““B’’ shares are issued and outstanding as fully paid and non-assessable. Each 
share carries the right to one vote. Each registered shareholder of record at the time of the taking of the vote 
at the Annual Meeting will be entitled to vote at the meeting. To the knowledge of the Management, the only 


person or corporation beneficially owning more than 10 per cent of the issued and outstanding shares of the 
Corporation, are the following: 


David Weiser 101,250 30.681 % of the issued and outstanding shares 
Dune Investments Limited 86,250 26.136 % of the issued and outstanding shares 


The shareholders of Dune Investments Limited are the wife and four children of David Weiser. 


ELECTION OF DIRECTORS 


The Board of Directors consists of five directors to be elected annually. The persons named in the enclosed 
Instrument of Proxy intend to vote, subject to any restrictions that may be imposed by the Instrument of Proxy, 
for the election of the nominees whose names are set forth below. It is not contemplated that any of the 
nominees will be unable to serve as a Director, but if that should occur for any reason prior to the Meeting, the 
persons named in the enclosed Form of Proxy reserve the right to vote for another nominee in their discretion. 
Each Director will hold office until the next Annual Meeting or until his successor is duly elected or appointed, 
if his office is earlier vacated in accordance with the By-laws of the Corporation. 


The following table states the names of all persons proposed to be nominated for election as Directors, 
their position with the Corporation, their principal occupation or employment during the past five years, the 
date on which they became Directors of the Corporation, and the approximate number of shares of the 
Corporation beneficially owned, directly or indirectly, by each of them as of April 28, 1975. 


No. of Shares 


Name of Offices presently held Director beneficially 
Proposed Nominee in Corporation since owned Principal occupation 
David Weiser Executive President February 28, 101,250* President of the Corporation 
and Director 1957 
Howard Weiser Vice-President April 27, 4,750 Vice-President and Executive 
and Director 1970 in charge of Styling and 
Production of Highland 
Queen Sportswear Limited, 
Toronto 
Joseph Weiser Secretary-Treasurer February 17, 4,750 Secretary-Treasurer of 
and Director 1969 the Corporation 
Paul Henry, Q.C. Director February |, Nil Senior partner of 
1968 Henry & Brown 
Barristers and Solicitors, 
Toronto, Ontario 
Leon Arthurs Director May 21, Nil Patent Attorney, 
1971 Toronto, Ontario 


*See heading ‘‘Voting Shares and Principal Holders Thereof”. 


Mr. Joseph Weiser is the nominee of Dune Investments Limited to the Board of Directors. 


REMUNERATION OF MANAGEMENT 


The aggregate direct remuneration paid or payable by the Corporation to the Directors and Senior Officers 
of the Corporation and subsidiaries in respect of the Corporation’s fiscal year ended October 31, 1974, was 
$158,354.00. During the last completed financial year, David Weiser was indebted to the Corporation for money 
loaned to him, without interest, to enable him to complete the purchase of a condominium dwelling. The largest 
aggregate amount of the indebtedness was $25,750.00. 


APPOINTMENT OF AUDITORS 


The persons named in the enclosed Form of Proxy intend to vote for the reappointment of Wm. Eisenberg 
& Co., Toronto, the present Auditors, as Auditors of the Corporation to hold office until the next Annual 
Meeting of the Shareholders. The said Auditors were first appointed in 1957. 


HIGHLAND QUEEN SPORTSWEAR LIMITED 


(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at October 31, 1974 


ASSETS 


CURRENT ASSETS 


Due from shareholders(note 2)... asend + ceri ie avi eee ea ee ee 


Income-and'sales' taxes recoverable:waec. bos seine aie inten ere a ae 


Miscellaneous receivables 


Inventories (note 1(b)) 


Prepaid expenses and istry i. 0.4 sig ta ev idke tein ick haben tera el eee ts ee ee 


FIxeD AssETs (note 1(c)) 


OTHER ASSETS 


Excess of cost of subsidiary over net book value of assets acquired (note 1(d)).. 


Investments — 10% Debenture, due December 31) 1976,.0-0. sycemia ee ee ee 
VWOUNOTY 3 AL COSE oe doada ly ts, ole auch t aoe tenes est ahd nero reco eee ene 


LIABILITIES 

CURRENT LIABILITIES 
Secured bank indebtedness (note 3) 
Accounts payable and accrued liabilities 


Income and other taxes 
Deferred income taxes 


SHAREHOLDERS’ EQUITY 


Capital stock (note 4) 


Retained earnings 


Approved on behalf of the Board 
“D. WEISER”, Director 
“J. WEISER’’, Director 
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1974 


$ 20,860 
539,422 
30,817 

pA RPS 
10,616 
482,779 
18,626 


1,130,417 
695197 


101,356 


12,500 
2,960 


116,816 
$1,316,430 


$ 391,000 
245,929 
28,133 


665,062 
4,600 


100 
646,668 


646,768 
$1,316,430 


1973 


623,722 
21,500 
2,891 
456,626 
21,591 


1,126,330 
57,920 


101,356 


12,500 
2,960 


116,816 
$1,301,066 


$ 400,707 
258,462 
99,801 


758,970 
1,600 


100 
540,396 


540,496 
$1,301,066 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings and Retained Earnings 
for the year ended October 31, 1974 


1974 1973 
EARNINGS ta a aerr 
Revenue 
AEG eae ts ateiald Veins’: rien ea potest aeyd Opa oh aaac s ee LIE ae amen, $3,617,700 $2,456,885 
VGVA WIPE VEMUCKS siials eer tice Dec LLG A eared. 2 aie Reem rie eel ae eee 2,006 3,349 
RUC Las aICONIO a ok rary spss 8 Pre adisein ko Weta ticked i cise cee GEAR oene ee EN 1,390 1,395 
3,621,096 2,461,629 
RPS UEO gan lee a cAy onets Ai Ayr s's) ioe as ha Tek ee Va BRA GIS vines oh MU MI oe le 2,694,980 1,740,021 
armies Detore the undernoted expenses... ..a: cus vuiv nalaadavew padtsanue’ 926,116 721,608 
Reine wiidoac ministrative, expensed. wiest, mean eee tae Ren (een ae 712,994 492,144 
Emr eOlAM ON Matias <q aned Jers vial usp aaswond Sante cla hen tae Ment Wao em ihe eee 19,224 13,877 
HIPECEC Saree metre INOS by tar aeeiee shoe eens 60 te er a le 8 ob ec eRe Se ent 53,726 26,879 
785,944 532,900 
Isarniiesvberere MICOME, TAXESs <5 cs ais de oid Uc Ab aott she Hate Hel ko Mee 140,172 188,708 
Pate mle Wace MOU 6) sim cu lira acy casa, yh eds ape hig aaah teeta ay eve 33,900 84,100 
BN telme lUiiei Oganns tine ah or Ooh aie halite sori ned ax niog oR PLAY Samer ee Orn eects Sta $ 106,272 $ 104,608 
INGIMCAEDINES er SUIFO No Git Si. some et ois aA A brane ebb state tin sete 32.2¢ 31.7¢ 
iin ber- Orsiares: OULSTATICNOS yy suet ltyc t.4 uve e PeeiTeMs Sieve eas whee Ohi, OOo ots 330,000 330,000 
RETAINED EARNINGS 
DASE ai VeCIMNING Gl YEAT duwy nian ce shew ee. Sle uneee boon. ons eyes $ 540,396 $ 468,788 
PS eae EMO Sint ica tos hidiw asst os ele moana sic oes & Rls Mielec ore ep apenyicia ahs fie au aay t eEw Rte 106,272 104,608 
646,668 573,396 
Dividends on Class “‘A”’ shares (including taxes thereon of $4,864).......... os 32,427 
DviGencds oncolasse DB?” SNAreS in: shh dsm aoe ev SiS Sa eaeeisem oes eet 5/3 
—— 33,000 
ice AU CI OLY CAL ame fede a\at whe wlare nyo seiwiel ae vinia lays Ble cynca sistas aie a meklayaintea gy tio biel $ 646,668 $ 540,396 


DIVilCOOs PEL SahG re dis wis san Senne RiWeea Ah apd ee sed rian tin g Aw eae melee byes — 10¢ 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Changes in Financial Position 
for the year ended October 31, 1974 


1974 1973 
SOURCE OF WoRKING CAPITAL eee hye be Be 
Operations 
Net earnings ick oo ahaeaunte eet te eine tae eo nile SRO een eee ne $ 106,272 $ 104,608 
Add charges not requiring use of working capital: 
Depreciation.) i wiecas bus cle 2h Dat bree ehuieiel an oe sees eee ee 19,224 13,877 
Deferrédsncome taxes... 36.7. oc cnlewbateres 6 ass bh Rake ete ae ete 3,000 1,600 
128,496 120,085 
UsE OF WORKING CAPITAL Thi awiTe lh Se 
Porchase of fixed assets), .4i.5./.5..& ve sles oa ee teeters ole eases eee an eee Oe 30,501 45,255 
Dividends on Class “‘A”’ shares (including taxes thereon of $4,864).......... — 32,427 
Dividends pn Class: B** sharésiiig . Vaaecsecow nears tee: ieee tae ante ees — 573 
30,501 78,255 
INCREASE IN WORKING CAPITAL, 6.54 sian fact abies oe ion ve ect Saks cere ae ea nee eae ene 97,995 41,830 
WORKING CAPITAL ‘AT BEGINNING OF, YEAR. |... \s.c/cp mi ch. pcseeis lee shaves sete ee eee 367,360 325,530 
WORKING CAPITAL, AT END OF YBAR 315 )0A2 «la oierceowil dieteie.etwieieat eo etn a ae eee $ 465,355 $ 367,360 


AUDITORS’ REPORT 


To the Shareholders of 
HIGHLAND QUEEN SPORTSWEAR LIMITED. 


We have examined the consolidated balance sheet of Highland Queen Sportswear Limited and its subsidiary 
companies as at October 31, 1974 and the consolidated statements of earnings, retained earnings and changes in 
financial position for the year then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies 
as at October 31, 1974 and the results of their operations and the changes in their financial position for the year 


then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Toronto, Canada Wo. EISENBERG & Co. 
January 8, 1975 Chartered Accountants 


HIGHLAND QUEEN SPORTSWEAR LIMITED 
(Incorporated under the Laws of Ontario) 
AND SUBSIDIARY COMPANIES 


Notes to the Consolidated Financial Statements 
October 31, 1974 
1. Accounting policies 
(a) Principles of consolidation 


The consolidated financial statements include the accounts of all subsidiary companies. These are: 
Rotex Limited — 100% owned 
Jack Winter Sportswear Limited — 100° owned 


An exclusive option which expires on October 31, 1978 has been granted to Jack Winter, Inc. to purchase 
up to a 20% equity interest in Jack Winter Sportswear Limited. The purchase price shall be determined 
by mutual agreement at the time of exercise of this option. 


All inter-company loans and transactions have been eliminated on consolidation. 
(b) Inventories 


Inventories are valued at the lower of cost and net realizable value and are classified as follows: 


1974 1973 
Raw inaterials oige sidan ye nok ee $194,851 $167,916 
Work-im- process fda is cs ¢sinees 38,854 38,542 
Pinished Go0dS. awe. tacecnoten at 249,074 250,168 


$482,779 $456,626 
(c) Fixed assets 


Fixed assets are valued at cost and the company depreciates its equipment and furniture on the diminishing 
balance method at the rate of 20% per annum and leasehold improvements on a straight line basis over 
the term of each lease and first renewal option. Details of fixed assets are as follows: 


Accumulated Net Book 

Cost Depreciation Value 
Eqoipment-and TUPMMUTes a. des nean «arene em ace $146,179 $ 95,035 $ 51,144 
LCASENOIA AMPMOVEINENUB: s sist duis s vw sistmle ae Lashed s Shp bis 48,130 30,077 18,053 
OLA e October gl nL 7A shin cpagis aie aon vat neale Meenas $194,309 $125,112 $ 69,197 
ED tals OCtoper alk 9 [Sine sie ve) caren aroun ae oe tee $163,808 $105,888 $ 57,920 


(d) The excess of cost of subsidiary over net book value of assets acquired is carried on the accounts at cost 
without amortization. 


(e) Foreign currencies have been translated into Canadian funds as follows: 
Current assets and liabilities —- at the prevailing rates on October 31, 1974. 
Revenue and expenses — at the average rates prevailing during the year. 


2. Due from shareholders 
Loans made by the company and a subsidiary during 1974 to shareholders amounted to approximately $31,000. 


3. Secured bank indebtedness 


Book debts and inventories of the company and its subsidiaries have been pledged as security for the bank 
indebtedness. 


4. Capital stock 


(a) The authorized and issued capital stock of the company is summarized as follows: 


Number ng Sse TS 
Authorized Number Amount 
Class “A” voting, fully participating shares, without par value 500,000 321,770 $ 98 
Class ““B” voting, fully participating shares, without par value 500,000 8,230 = 
Common shares; without par vdlue. ca eee ae eee eee 100 — — 
330,000 $100 


Class “‘A”’ shares may be converted into Class “‘B”’ shares and Class “‘B”’ shares may be converted into Class 
*‘A”’ shares at any time at the option of the respective holders thereof on a share for share basis. 


(b) 550 Class ‘A’ shares were converted into 550 Class ‘“‘B”’ shares during the year. 


(c) Holders of Class “‘A” shares are entitled to receive, when declared, dividends paid out of tax-paid undis- 
tributed income on hand at the end of 1971. Holders of Class ‘‘B” shares are entitled to receive 100/85 
of the amount of dividends paid to holders of Class “‘A’”’ shares out of tax-paid undistributed income on 
hand at the end of 1971 on a share for share basis. 


5. Lease commitments 


The approximate rental commitments, under existing leases, for each of the next two years, at the end of which 
time the principal leases will expire, is as follows: 

LOTS Nea eee ee eee $42,600 

TDG Roe oie ear eae $28,600 


6. Executive remuneration 
The aggregate direct remuneration paid by the company and its subsidiaries during the year to the five highest 
paid employees (which include the directors as officers or employees) totalled $158,354 (1973 — $141,571). 

7. Contingent liabilities 


The company has guaranteed, unconditionally, the performance of all obligations under a licensing agreement 


entered into by a subsidiary which includes the payment of a minimum licensing fee of $50,000 for each of the 
next four years. 


8. Income taxes 


In calculating its 1974 provision for income taxes, the company has claimed the small business deduction. 
The company has refiled its 1972 and 1973 income tax returns in which the small business deduction has been 


claimed. No provision has been made in these financial statements for any income taxes which may be recovered 
as a result of this claim. 
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